MANUFACTURERS plan no net
change in inventories in the first quartoer
but expect a substantial addition in the
second, larger than that in any guarter
of last woar. They project o sizable
gales rise this quarter, more than off-
setting the decline—partly related to
the auto strike—in the fourth quarter
of 1970. A more moderate rise is ex-
pected in the second quarter. These
expectations, which imply a lower stoclk/
sales ratio in the first half of 1971 than
last vear, were reported in February in
OBE’s quarterly Inventory and Sales
Expectations Survey.

Manufacturers reported further im-
provement in the condition of their
inventories. Both the percentage of
stocks held by companies that judged
their inventories “high" and the amount
of excess inventories declined after
mid-1970, following inereases during the
previous 1% vears.

Inventory additions

Manufacturers’ inventories are ex-
pected to show no net change from
December 31 to March 31, but to rise
$1.3 billion by June 30. Dursble goods
producers plan to eut inventories about
8200 million in the first quarter, while
nondurable goods producers plan an
inerease of a similar amount. Last year's
quarterly additions averaged $500 mil-
lion for durables and $400 million for
nondurables, Sizable additions are ex-
pected in the second quarter—$800
million for durables and $500 million
for nondurables.

Durable goods producers’ expected
midyear holdings would equal 2.07
months of sales at the average pace
expected in the second gquarter. Non-
durables inventories 1.30
menths of sales, The projected stock-
sales ratio for durables is below that

would be
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of any quarter of 1970; the nondurables
ratio is not very different from last
vear's rafios.

Sales expectations

Durable goods producers expect
sales to rise 6 percent in the first
quarter, to about offset the deecline in
the strike-affected fourth quarter. Al-
though the size of the swing reflects the
auto strike and its aftermath, most
durable goods industries expect higher
sales this quarter. For the second
quarter, durable goods producers ex-
pect & 214 percent sales rise.

Nondurable goods producers
pect sales gains of about 3 percent this
quarter and 2 percent in the second,
advances larger than those sxperienced
in 1970,

ox-

Inventory condition

Firms holding 21 percent of manu-
fucturers’ stocks judged their invento-
ries at December 31 as “high" relative
to unfilled orders and prospective sales;
this proportion is well below the recent
peak of 24 percent at June 30, 1970. The
“high” proportion for dursble goods
producers fell from 28 percent on
June 30 to 25 percent on September 30
and 23 percent on December31. Theyear-
end figure was the lowest in six quarters,
The “high" ratio for nondurable goods
producers was 16 percent on Septem-
ber 30 and December 31—down 1 per-
centage point from June 30 and 3 points
from the recent peak of 19 percent on
March 31,

The “about right” ratio was 76 per-
cent for durables and 83 percent for
nondurables on December 81; the “low”
was 1 percent for both,

Inventory imbalance
Manufacturers reported 2% billion
of inventories in excess of needs on

First Half 1971

December 31 (netting excesses of com-
panies  with “high" stocks sagainst
deficiencies of companies with “low"
stocks), a decrease of $) billion from
midyenr. The durable goods producers’
net excess on December 31 was §1.8
billion, or 2.7 percent of total durables
stoeks, compared with $1.9 billion, or
2.9 percent, on June 30. The net excess
held by nondurable poods producers fell
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from 0.6 billion to $0.5 billian in the
same period. The Decomber 31 exocss
was agqunl to 1.2 percent of nondurables
stocks; thi= ratic hod leld st 1.7
percent (o 1.8 percent {rom mid-1989

to mid-1970.

Firms reporting "high” inventories
on December 31 osiimated their exeess
to he nhout 11 parcent of their holdings;
firma with “low” inventories estimnted
their deficiency as equal to 13 percent
of iheir holdings,
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